DoD 7600.7-M

CHAPTER 16

REPORTING AUDIT TIME

A.  PURPCSE

The purpose of this chapter is to prescribe uniformrequirenents for
accunul ating and reporting time expended on audits of DoD programs and oper a-
tions. The time reporting information will be used by the |G DaD, to assess
the adequacy of audit coverage given to DoD prograns, activities, and functions.

B. APPLICABILITY

The policies and reporting procedures outlined in this chapter are mandatory,
unl ess otherw se specified, for all paD internal audit, internal review, and
nonappropriated fund audit activities (hereafter referred to collectively as “Dm
Internal audit organizations” ). Internal operating procedures may be modified to
satisfy each organization's unique requirenents for managenment data so [ong as
each system neets the reporting provisions of this chapter.

C. POLICY

1. The pob internal audit organizations shall maintain reporting systens
that provide information on applicable direct or indirect (admnistrative) tine
exBended for thecategories, functional areas, and auwd it types identified in the
tables of this chapter.

2. Tinme reporting systens shall be structured to provide information on a
recurring basis to the OG Do, that:

a. ldentifies functional areas and the type of audits where audit
resources are expended;

_ b. Permts an evaluation of the adequacy of audit coverage devoted to the
various functions, prograns, and activities within the Departnent of Defense; and

_ c. Provides historical. information for use in updating audit universe
files and in planning future audit coverage.

3. The bDaD internal audit organizations shall report audit tine expenditures
annual [y to the IG, DoD. Reporting procedures are prescribed in section E of
this chapter.

4. Information on audit time expenditures shall be maintained wth sufficient
accuracy to show the actual time spent during the reporting period on each of the
designated functional areas for all audits conpleted and in process at the end of
a reporting period.

5. The pob central internal audit organi zations are responsible for ensuring
that their resources are employed efficiently and effectively. (See Chapter 13. )
One neasure of efficiency is the ratio of direct audit tine to total time avail-
able to the organization. These organizations shall maximze direct audit time
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and are encouraged to attain or maintain direct time expenditures of at |east
60 percent of total time available. Each of these organizations should identify
and remove obstacles that prevent it f ran attaining the best possible ratio of
direct audit time to total time available.

6. The DD central internal audit organizations shall nmaintain management
information systens that provide information on the “types” of audits scheduled ,
in orocess. and comoleted as outlined in Table 16-4. Reporting will be on an “as
required” basis I N response t 0 specif ic requests f ran the O G “DoD.

D. Tl VE REPORTING DISTRIBUTICN

Schedul es shal |l be prepared that show the total time applied by each Do
internal audit organization during the fiscal year, as well as the distribution by
categories of Indirect Time (Format for Schedule A) and by functional area
of Direct Time (Format for Schedule B) . The formats for reporting are shown in
Tables 16-1 and 16-2, respectively. A description of each schedule follows:

1. Application of Total Time Available (Format for Schedule A). This sche-
dul e shall show the total workdays for the period for each reporting organizatiom,
as well as a distribution of the indirect and admnistrative time. A description
of each indirect/admnistrative category f or reporting purposes i S included as
Table 16-5. The total direct audit time f ran Schedule B (see follow ng paragraph)
shal | be added to the indirect/administrative time shown to arrive at the total
time available to the organization during the period.

2. Direct Audit Time (Format for Schedul e B)

a. This schedule shall show the direct audit tine expended on audits
by the functional areas identified in Table 16-3. Time shall be expressed in
auditor wor kdays. Audit organizations shall segregate time anong functional areas
as realistically as possible. Direct time reporting is structured al ong
functional lines, with mnor exceptions. The exceptions are:

(1) “Nonappropriated Funds, " for which all audit work w || be charged;

~(2) “Real and Installed Property,” which will be charged for audit
wor k whi ch includes maintenance of facilities;
(3) “Investigative Support ,“ which will be charged for the time spent
by auditors in providing assistance to investigative agencies; and
(4) “Audit Ccompliance Services, " which will be charged by internal
review activities for the unique services involved with their [iaison and followup
functions. (See Functional Area 33, Table 16-3. )

b. An effort has been nmade to show many different auditable areas
under each functional area (Table 16-3). These audit-abl e areas are listed for
i[lustration only to indicate the scope of audit that mght fall wthin that
functional area and to ensure consistency of reporting between Agencies. The
areas 1 isted below each functional area are not all inclusive, nor are they
intended for use as subcategories under which audit time is to be accumul at ed.
Time reporting i s only required for those 34 major functional areas identified.

16-2



c. Wien doubt arises as to the exact function to be charged, the audit
manager shall exercise good judgment and be guided by the listing of auditable
areas shown under each functional area, as described in Table 16-3.

E.  REPORTING PROVISIONS

Tables 16-1 and 16-2 shal| be completed and suhnitted for the fiscal year
ending each September 30th. Time reporting data shall be consolidated in the
usual manner for each internal audit-organization, including Single reports for
the Arny, Navy, Marine Corps, Air Force, and Defense Logistics Agency internal
review and nonappropriated fund audit activities. Reports Control Symbol DD-
IG(A) 1740 shall be used for this requirement. The requested information shall be
submitted in two copies to the 0IG, DoD, and marked "ATTN: O fi ce of Assistant
| nspector General (Audit Policy and Oversight) .” Reports should be forwarded by
November 15th each year. Early cutoff dates should be avoided in order to provide
camplete and comparable I nformation f ran all audit activities.

F.  AUDI T- TYPE CLASSI FI CATI ONS

~The following procedures apply only to the DoD central internal audit
activities:

1. In addition to the audit time reporting system prescribed in this Chapter,
data are periodically needed by the o1, DcD, to show the different “types” of

audits undertaken by the paD central internal, audit activities. This information
s used to supplenment time reporting data and respond to external. inquiries

(Congress, OB, GAQ, President’s Council on Integrity and Efficiency) on how
internal audit organizations are applying their resources and adjusting to
shifting priorities. Table 16-4 contains a listing of audit "type" codes,
titles, and descriptions.

2. The bpaD central internal audit activities shall maintain nmanagenment
information systens that will capture the requested information for all audits
schedul ed, in process, and completed. These activities shall have the data
avai l abl e, as needed, to respond to inquiries f ran the OG DaD. No specific
reporting frequency is prescribed because of the sporadic nature of the need for
this information. However, periodic inquiries to the central internal audit
activities are likely, asking such typical questions as: How nmuch audit time has
been devoted to special request audits? How nuch time has been spent on Hotline
referral s? What percentage of audit tine was devoted to multilocat i on audits and
t 0 DoD-wide audits?

3. The audit “types” are not nutually exclusive, and many audits could fall
into more than one type code. Therefore, appropriate identification of audits by
the different prescribed types must be included in supporting nanagement
information systenms and be readily available to respond to external inquiries.
Since certain audits wll be categorized under nore than one type code, the total
time captured for all audits by audit type will not necessarily be comparable to
data furnished in the formats for Schedules A and B.
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DOD 7600. 7-M

TABLE 16- 1. FORMAT FOR SCHEDULE A-APPL| CATI ON oF TOTAL TI ME AVAI LABLE FOR THE
FI SCAL YEAR ENCED SEPTEMBER 30, 19__

CATEGQORY NUMBER OF
WORKDAYS

Orientation and Training

Leave and Hol I days

PCS and IDY Iravel

Managenent and Adm nistrative kFunctions

Technical_Functions

Q her B

Total Indirect and Admnistrative Tinme

Direct Audit Time (from Schedule B) (Table 16-2)
GRAND TOTAL

Name of Activity
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pob 7600. 7-M

TABLE 16- 2. FORMAT FOR SCHEDULE B--DIRECT AUDI T TIME ANALYSI S FOR
THE FI SCAL YEAR ENDED SEPTEMBER 30, 19__

FUNCTIONAL AREA NUMBER CF AUDITOR
WORKDAYS

“Research_and Devel opnent

Test and Eval uation
_Major_Systens Acqu'isition
_Procurenent -1 nventory Control Activities
Procur enent - *sear ch and Development
Procur ement - O her

Contract Adm nistration

For ces Management

Mai nt enance and Repair of Equipment
Rebui | d and Overhaul of Equipment
Manuf act uri ng and Production
suppl v _Operations--Wol esal e
supply Operatl ons-Retal l

Property Di sposal

Cvilian Personnel Nanagenent
MI1itary Personnel Mnagenent

Real and Installed Property
Construction

| nformati1 on Technol ogy
Intelllgence and Security
Communications

Transportation

MIlitary Pay and Benefits
_Civilian Pay and Benefits

Program and Budget

Gt her Comptrol |l er Functions
Suppol {  Ser Vi ces

Nonappropriated Fund Activities
Security Assistance Program
Commercial Activities Program

| nvesti gative Support

Heal th Care _
Audit Compliance Servi ces
O her

TOTAL

Name of Activity
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DAD 7600. 7-M

LI ST 0F FUNCTI ONAL AReas FOR DIRE(2l’ AUDIT

TABLE 16- 3.
Tl ME REPORTING
Funct i onal Funct i onal
Area Area
Nunber Title
1. Research and
Devel opnent
2. Test and Eval uation
3. Maj or Systens
Acqui sition

Description and Exanpl es of Auditable Areas

Thi s area enconpasses reviews of the initial
formul ation of requirenents for research and
devel opment and translation of those require-
nents into a specific program It also

I ncl udes audits of basic and applied research
and exploratory, advanced, and engineer ing
devel opment. It excludes audit work in
connection with the procurement of such

Servi ces.

Material and wWeapons Qual itative Requirenents
War Gam ng

Canbat Strategy Concepts

Basi ¢ and Applied Research

Expl oratory Devel opment

Advanced Devel opnent

Engi neering Devel opment

This area covers audits of the testing phase,
i ncluding operations of Do test facilities,
and eval uation of test data.

Testing Center Operations
Development Test| ng
Qperational Testing

This area includes audits of those items
neeting the def inition of a Mjor Defense
Acquisition Program (as defined in Dd
Directive 5000 .1) and designated as a Defense
Acqui sition Board Program or a Component
Program Audits of programs subject to the
reporting requirenents of DoD Instruction
7000. 3, “Sel ected Acquisition Reports,”are
also included in this functional area. \Wen
applicable prograns are audited, sane of the
areas included in this functional area are:

Requi renents
Devel opment of Specifications
Preparation of Invitations for Bid/ Requests
f or Proposals
Solicitation
Negotiation and Award
Eval uations of Bids/Proposals
Maj or System Devel opnent
and Acqui sition Minagenent
Aspects of CanPetition
Cost and Price Analysis
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DCD 7600. 7-M

LI ST OF FUNCTIOMAL AREAS FOR DI RECT AUDI T

TABLE 16- 3.
TI ME REPORTI NG
Funct i onal Funct i onal
Area Area
Nunber Title
4, Procurement——
| nventory Control
Activities
. Procurement—
Research and
Devel opnent
b. Procurement—
O her

Description and Examples of Audi table Areas

Thi s area enoanpasses reviews of the major
procurenent mssion at the national inventory
control points (ICP's) of the MIlitary
Departments and the Defense Logistics Agency
(mA), |t includes procurement for the

whol esal e supply system, but excludes | ocal
procurements to satisfy internal requirenents
of the 1®'s and DLA. [ncl udes:

Requi renents

Devel opment of Specifications

Preparation of Invitations for Bid/ Requests
for Proposals

Negotiation and Award Solicitation

System (s) Devel opnent and Acquisition
Managenent

Eval uati on of Bids/P roposals

Aspects of Campetition

Follow-on Contracts

This area covers the procurement related to
systenms or items while they are in research
and devel opnent for all itens except those
classified as major systems for which audit
time is charged under Functional Area 3. This
I ncl udes the procurenent of research and

devel opnent services and the initial buy of an
Item or system energing fram research and
devel opnent. |ncludes:

Requi renents

R&D Servi ces

Proposal Devel opnent
Requests f Or Proposals
Eval uation of Proposals
Solicitation

Negot i ation and Award
Competitive Aspects

This area covers all procurenent actions other
than those related to Major Systens

Acqui sition, Procurement-lnventory Control
Activities, and Procurenent-Research and
Devel opnent (Functional Areas 3, 4, and 5)
frcminitiation of a procurement work
directive or sane other formof procurement
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DCD 7600. 7-M

LI ST OF FUNCTIOMAL AREAS FOR DI RECT AUDI T

Description and Examples of Audi table Areas

TABLE 16- 3.
TI ME REPORTI NG
Functi onal Functi onal
Ar ea Ar ea
Nunber Title
7. Contract
Adm ni stration
8. Forces Managenent

requirement, up through and including award of
a contract or actual purchase of the item
Includes:

Local Purchases
Solicitation

Leases

Lease vs Buy Decisions
Service Contracts
Procurement Specif icat ions
Smal | Purchases
Procurenment of Transportation
Negotiation and Award
Consul tant Services

P rocurement Managenent

This area covers the review of all functions
associated Wi th procurenent that follow the

award of a contract, including the managenent
of the administration process, acceptance of
and paynent for the product or service, and

compliance W th contractual provisions.

Qual ity Assurance

Contract Compliance

Accept ance Testing

Contract Paynents

CGover nment Furni shed Material/P roperty

Review of Admnistrative Contracting
Officer Actions

This area enconpasses audits of the
operational readiness capability of combat and
combat support (both Active and Reserve
Camponent) forces. It includes analyses of
the use of resources to attain required *t
capability or readiness |evels.

Mlitary Unit Training

Cont i ngency/ Mobi lization Planning
Readi ness Reporting Systemns
Active/ Reserve Forces Qperations
Actions to Inprove Readi ness
Force Structure Planning

Trai ning Exercises

Prepositioned Equipment Prograns
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TABLE 16- 3.

Functi onal
Ar ea
Number

DAD 7600. 7-M

LI ST OF FUNCTIONAL AREAS FOR DIRECT AUDI T
TIME REPORTING—Continued

Functi onal
Area
Title

Description and Examples of Auditable Areas

9.

10.

11‘

Mai nt enance and
Repair Of Equipment

Rebuild and Over haul
of Equipment

Manuf act uring
and Production

This area covers the managenent and operations
of the maintenance and repair function for
equipment, materials, and supplies of all
conmodities at organizational and field (below
depot) levels. However, it excludes the

mal nt enance and repair of real property and
facilities.

Fiel d Mintenance

Organi zational Maintenance

Mai nt enance | nspection

Cal 1 bration

Per f ormance Measur enent

Production Control

Dem |itarization (other than for disposal)
Modi fication Wrk Oders

Thi s area encompasses maj Or repair (depot

| evel ), reconditioning, and associated

f unctions such as inspection, for all
comodities and classes of nmaterial. It

I ncludes reviews of the managenent,

operations, and schedul ing of the maintenance
program at the depot or shipyard |evel in both
CONUS and overseas.

Depot Mai nt enance

Mal nt enance | nspection
Production Contr ol

Depot - Level Mbdifications
Calibration

Shipyard Maintenance

Qual 1ty Assurance

Thi s encompasses the review of both In-house
and contractor operated manufacturing and
production facilities. It includes reviews of
the production and scheduling systens and
associated quality control functions.

Qperations at Government Arsenals

Gover nment - Oaed Contractor Qperated Plants
Printing Plants and Services

Production of Maps, Charts

Production scheduling and Control
Government Omned Governnent Operated Plants
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DOD 7600.7-M

TABLE 16-3. LIST OF FUNCTIONAL AREAS FOR DIRECT AUDI T
TIME REPORTING—Continued

Functi onal Funct i onal
Area Area
Number Title Description and Examples of Auditable Areas
12. Suppl y Operations— This area enconpasses the review of supply
Wol esal e operations at the whol esal e (depot and
inventory control point) level f ran the
initial determnation of material requirenents
through receipt, storage, issue reporting, and
inventory control. It excludes the
procurement of material and supplies.
Whol esal e Level -National Inventory
Control Points/bePots
Requi rements Determination
| nventory Control
Material Receiving and | ssuing
War ehousing and Storage
St ock Balance and Consumption Reporting
systens
Contingency and War Reserve
Stockage
Configurati on Managenment
Technical Publications
Preservation and Packagi ng
Suppl y Management-Wholesale
13. Supply Operations- This area covers awdits of all supply
Ret ai | operations at retail (customer) |evel,

including the accountability and control for
supplies and equipment of all commodities. |t
excl udes procurement of material and supplies.

Retail Level -Installation/Ease Supply Points
Requi rements Determnation

Material Receiving and |ssuing

Storage

| nventory Control

Requisitioning

Stock Bal ance and Consunption Reporting
Qperating Stocks

Suppl y Management - Ret ai |

Property Accountability (personal)
Equipment Ui lization and Reporting*
Shop/ Bench Stocks

Asset Accountability

*Does not apply to equipment failing under another functional area (e.g.,
Transportation; R&D; Manufacturing; ADP) .
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DAD 7600. 7-M

TABLE 16-3. LI ST oF FUNCTIONAL AREAS FOR DIRECT AUDIT
M  REPORTING—Continued
Functi onal Functi onal
Area Area
Nunber Title Description and Examples of Auditable Areas
14, Property Disposal This ar ea enoompasses audits of actions taken
to di spose of property, equipment, and
suppl ies and the managenment of activities
engaged in disposing of property.
Management of Disposal Qperations
Shipment f or Disposal
Demilitarization prior to Disposal
Screening for Reutilization
Control over Scrap Material
15. Cvilian Personnel This includes reviews of all aspects of
Management managing and training the civilian workforce,
including recruitnent, hiring, utilization,
devel opment of skills and abilities, provision
of traini nﬂ, separation, and grievances. It
excl udes the procurerrent of personnel services
under contract and reviews of personnel
compensation, Whi ch are chargeable to other
functional . areas.
Personnel UWilization
Personnel Authorizations
Recrui tment
Classification
Individual Training Prograns
school Trai ning
Manpower Surveys
Personnel Managenent
Productivity Standards
Productivity Measurenent
Equal
Pr of esEsIPgnal De\%poornte%m ty Actions
I ncentive Awards
Merit Pay Systenms
Employee ASSi St ance
standards of Conduct
16. Mlitary Personnel This area covers t he authorization,

Managenent

recruitnent, training, assignnent, and use of
mlitary personnel |t excludes the traini ng
of mlitary units, which is included under
For ces Management.

Personnel Utilization
Recr ui t ment
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TABLE 16- 3.

pob 7600. 7-M

LI ST OF FUNCTI ONAL AREAS FOR DIRECT AUDI T

Tl ME REPORTING--Continued

Functi onal
Area
Title

Functi onal
Ar ea
Number

Descri ption and Examples of Auditable Areas

17. Real and Installed
Property

18. Construction

19. | nf ormat i on
Technol ogy

Basi ¢ and Advanced Individual Training
Personnel Management

Trai ning Quotas

Training Center QOperations

Mlitary Schools
Mlitary Personnel
Requi si tioning
Management Of Reserve Camponent Techni cians
Reserve OFf icer Training Corps

Ret enti on

This area covers reviews of the management and
control over real and installed property from
determination of the need for the property
t hrough use and disposition. It also includes
reviews of the maintenance of such property.

Requi rements Determination
Utilization Reviews

Energy Conservation

Uility Systens

Fam |y Housing Operations
Facilities Engineering Managenent
Pol [ ution Control

Backl og of Maintenance and Repair
Mai nt enance of Facilities

Troop HOusi ng

Environnental |ssues

Hazar dous Waste Disposal/C eanup

This area encompasses the constructi on,
rehabilitation, nodernization, expansion, and
improvement of real property and facilities.
Both mlitary and civil works construction are
incl uded .

MIlitary Construction

Cvil Wrks Construction
Requi rements Determ nation
M nor Construction
Rehabilitation of Facilities

This area covers the design, devel opment,
operation, use, testing, and security of

el ectroni ¢ data processing and ot her types of
managenent information systens, both automated
and manual . It al so includes the anal ysis of
requirenents for both equipment and software.
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DAD 7600 . 7-M

TABIE 16- 3. LI ST OF FUNCTIONAL AREAS FOR DIRECT AUDI T
TI VE REPORTING—Continued

Funct i onal Funct i onal

Area Ar ea

Nunmber Title Description and Examples of Auditable Areas
Systens Desi gn
Data Processing Qperations
Utilization of Data Processing Equipment
Equipment Requirenents
Sof tware Requirenents
Word Processing Operations
Camputer Security
Adequacy of out put
Acceptance Testing

20. Intelligence and This functional area includes all aspects of

Security the managenent, supervision, and operational

control of intelligence, as well as aspects
of security associated with controlling and
saf eguardi ng resources.
Intelligence Collection
Intelligence Analysis/Interpretation
Threat Devel opment
Dissemnation of Intelligence Information
Intelligence Operations
Counterintelligence
Intelligence Systems
Intelligence Support
Personnel Security
Physical Security
I ndustrial Security
Communications Security
Security of Classified Mterial
Mlitary Police Qperations

21. Communicat | ONS Thi s area encompasses activities dealing wth

the radio, signal, voice, and visual
conmnication of 1 nformation over tactical,
nontactical, strategic, or commercial
networks.

Strategi ¢ Commnications
Tactical Communications
Cammercial Communications
Requirements
Communications Operati ons
AUTOVON

AUTODIN

WATS /FTS
Al ert/Warning Networks
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pop 7600 .7-M

TABLE 16-3. LI ST COF FUNCTIONAL AREAS FOR DIRECT AUDI T
TI VE REPORTING—Continued

Funct i onal Funct i onal
Area Area
Nunber Title

Description and Examples Of Auditable Areas

22. Transportation

23. Mlitary Pay and
Benefits

24, Cvilian Pay
and benefits

25. Program and Budget

This area includes the nmanagenent and control
of all ‘aspects related to the use of 1land,
sea, and air transportation for novenment of
personnel and equipment, using both mlitary
and commercial sources.

irements Det erm nation
Port Qperations

Air Termnal Qperations

Mot or Pool Operations

Utilization of Transportation Equipment

Traffic Management

Passenger, Freight, and Househol d Goods
Movenent s

This area deals wth conpensation of mlitary
personnel and the admnistration of |eave and
mlitary allowances.

Pay Systens Review
Payrol | Preparation
Leave Adm nistration
Revi ew of Allowances
Speci al / Proficiency Pay
Reenl i st nent Bonuses

This area covers compensation of civilian
personnel, admnistration of |eave systens,
recording of time worked, and controls over
and aut horization for overtine and incentive

pay.

Pay Systems Review

Payrol | Preparation

Leave Adm nistration

Overtinme Controls and Admnistration
Ti mekeepi ng

Thi s area encompasses t he nmanagenent of
programpriorities and shifting of resources;
the translation of those priorities into an
approved budget; the carrying-out of that
plan; and overview of the entire process.
Normal |y these are Camptroller functions, but
there may be a Program or Program Anal ysis
off ice separately established.
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DAD 7600. 7-M

LI ST OF FUNCTTIONAL AREAS FOR DI RECT AUDI T

Descripti on and ExampleS of Auditable Areas

Program Priorities

Budget Preparation

Budget Review

Budget Execution

Year - End Spending Control s

Adm nistrative Control of Funds

TABLE 16- 3.
TI VE REPORTING—Continued
Funct i onal Funct i onal
Area Area
Number Title
26. Ot her Comptroller

21.

Functi ons

Support Services

Thi s area encompasses the review of all

remai ning financial areas with the exception
of those functions covered under mlitary pay,
civilian pay, and program and budget.

Travel

Accounting Systens

Fi nanci al Reporting

Di sbur sement s

| nprest Fund Managenent

Cash NhnaPenent
I ndustrial Funds

Stock Funds

Fi nanci al Managenent

Revi ew of Unliquidated bl igations
Financial Certifications

Cost Anal ysis

Accounts Receivable

Accounts Payabl e

Overseas Banking Qperations

Rei mbur sement s

Use of Special Funds

Voucher Exam nation

Internal. Control Review System

This area encompasses the various services
financed f ran appropriated funds that are
required to support DaD operations ,
activities, and organizations. Excluded are
reviews of the procurenment, financing,
personnel utilization, etc., which are
chargeable to other functional areas

i dentified herein.

Food Service Operations

Conm ssary Qperations

Li braries

Laundry Facilities

Of ficer/Enlisted/NVisitor Quarters
Clothing Sales Stores

Guard Services

16- 15



pop /600. 7-M

T™BLE 16-3. LIST OF FUNCTI ONAL AREAS FOR DIRECT AUDI T
TI ME REPORTING—Continued

Funct i onal Functi onal

Area Area |

Number Title Description and ExanPles of Audi table Areas
Janitorial Services
Dependent School s
Mrale, Wlfare, and Recreation Activities

(MWR) (Appropriation Funded)

Service O ubs
Audi ovi sual Services
Postal Qperations

28. Nonappr opri at ed This area includes those activities, usually

Fund Activities of a norale, welfare, or recreational nature,

which are f inanced f ran nonappropriated funds.
Audits of procurenent, personnel, financi al
management or other functions in connection
W t h nonappropr iated funds are al so included
inthis functional area. All audit work in a
nonappropriated fund regardl ess of the
activity examned, including:
Officer/Enlisted Cl ub Qperations
MWR Activities (Nonappropriated Funds)
Cvilian Welfare Funas
Package Store Qperations
Restaurant QOperations
Rod and Gun { ubs
Concessi ons
Stars and Stripes
Chapl ai ns Fund
Anerican Red Cross
Exchange Systems (perations

29. Security Assistance This area covers audits of DoD foreign

Program mlitary sales and grant aid activities that

camprise the Security Assistance Program
Reviews in this area range f ran overall
management of the programs to campliance and
performance at the recipient country level.

Foreign Mlitary Sales Program

Custamer Order Prograns

Pr ogr am Management

Requi rement s Determination

Foreign Mlitary Sales Training
Material Pricing (Includes Recoupment Of

R&D COStS)
Col | ections
Mlitary Assistance Advisory G oups
Billings

Gant Al d Assistance
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TABLE 16-3. LI ST CR? FUNCTIONAL AREAS FOR DIRECT AUDI T
TI ME REPORTING—Continued
Functional Funct i onal
Area Ar ea
Number Title Description and Exanpl es of Audi table Areas
30. Cammercial This area includes reviews of those actions
Activities taken in connection wth the program
Program established by Ofice of Managenent and budget
Crcular No. A 76 (reference (es) ) , including
management of the program validation of oost
studies, and review of post-decision actions.
Independent CoSt Comparison Revi ews
Cost Studies
Post - award Revi ews
Program Managenent
31 | nvestigative This area covers that tine spent on reviews
Suppor t performed | n support of I nvestigative agencies
or the tinme of auditors | oaned to investi-
gative teans, regardless of the functional
area being reviewed. | ncludes that tine
devoted to providing audit support to crimnal
investigative activities.

32. Heal th Care This area encompasses reviews of the
management and operations of medical, dental,
psychiatric, and wveterinary activities, the
Cvilian Health and Medical Program of the
Uni fornmed Services (ceaMpus) , and other health
care related areas.

Medi cal Care
Prof essional Services
Medi cal Facilities and Equipment
Pharmacy Qperations
Medi cal and Dental Cinics
Veterinary Services
CHAMPUS
33. Audi t Compliance This functional area is used by interna

Servi ces

review activities only. Internal review
personnel shall charge time to this functional
area for tine spent in:

a. Negotiating audit results between
management and audit organi zations;

b. Assisting management in the devel opnent
of responsive replies to audit f indings and
reports;

c. Follow ng up on findings contained in
audit reports and ensuring compliance Wt h
agreed-upon I ecammendations; and
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TBLE 16-3. LIST OF FUNCTI ONAL AREAS FOR DIRECT AUDI T
Tl ME REPORTING—Continued

Area Area o
Nunber Title Description and Exampl es of Auditable Areas
d. Performng all liaison actions necessary
to ensure the proper and professional conduct
of external. audit activity.
34, Q her “ This area reflects the direct audit time that

cannot be specifically identified wth one of
the other listed functional areas. Every
effort should be nmade to report direct time in
an appropriate functional area. The reporting
of direct time as “other” shall be kept to a
minimm. The DoD central internal audit
activities should include in this category
time spent evaluating their canponent’s audit
followup Systens and tine spent conducting
reviews of internal review, inspection, or

| nvestigative activities.
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pob 7600. 7-M
TABLE 16-4. AUDI T “TYPE" CODES, TITLES, AND DESCRIPTIONS

This Table describes the audit types and titles to assist the DaD central
internal audit activities in classifying their scheduled, started, or completed
audits by one ornore of the audit types. Certain “type” titles and males are
no | onger applicable. Therefore, “type code numbers" were replaced with letters
to obtain consecutive lettering/numbering and avoi d using the same code wth
the old and new definitions in the same data base. Accordingly, it wll not
be necessary to change the codes of audits previously entered into an organi-
zation's data base; but sane audits may need additional classification to
accommodate t he new audit types.

Type Code Title and Description

A Financial Statement. These audits deternine: whether the
frnancial statenents of an audited entity._present fairly the
financial position, results of operations, and cash flows or
changes in financial position in accordance with generally
accepted accounting principles, and whether the entity has
camplied W th | aws and regul ations for those transactions and
events that may have a material effect on the financial
st at enent s.

B Financial Related. These audits determ ne whether financial
reports and related itens such as el enents, accounts, or funds
are fairly presented; whether financial information is
presented in accordance with established or stated criteria,
and whether the entity has adhered to specific financial

campliance requirenments.

C Economy and Efficiency. These audits determne: whether the
entity Is acquiring, protecting, and using its resources (such
as personnel, property, space) economically and efficiently;
the causes of inefficiencies or uneconomical practices; and
whether the entity has complied W th | aws and regul ations
concerning matters of economy and efficiency.

D Program. These audits determne: the extent to which the
desired results or benefits established by the legislature or
other authorizing body are being achieved; the effectiveness
of organizations’ prograns, activities, or functions; and
whether the entity has complied W th [aws and regul ations
applicable to the program

E Single Location. This applies when the entire job has been
accamplished at one site. This coding should be used even
though sane peripheral discussion or review may have occurred
at another |ocation such as a command headquarters, but the
vast majority of the review was conducted at a single site.
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Type Cude
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DOD 7600.7-M

ADDI T “TYPE" COES, TITLES, AND DESCRIPTIONS

Descri ption

Mil ti-Location. Use this code to distinguish audits conducted

at multiple sites. “Single location” and “multi-location”
types are mutual ly exclusive.

Commanders Audit Program. Thi s identifies those audits or

reviews where an audit service is provided directly to
commanders Which is not normally available to themduring
regul arly schedul ed audits or f ran their own staff and can be
provided by the audit organization in a relatively short
timef rame.

Speci al Request Audits. Generally refers to unprogramed
audits done on relatively short notice at the special request
of a maj or commander or high-level official of the Mlitary
Departnents or 08D. The audit nmust have resulted in an audit
report subject to the followup provisions of DoD Directive
7650. 3 (ref erence (p) ).

Reserve Components. This IS used to identify any audit where
the work was prinmarily done within a MIitary Department
Reserve conponent (i.e., Arny National Cuard, Arny Reserve,
Navy Reserve, Marine Corps Reserve, Air National ard, Air
Force Reserve, and Coast Cuard Reserve) or at the departnental
levels charged w th managenent of the Reserve components,

Hotline Referrals. Those audits specifically made to exam ne
al | egations nade through the GAQ, Department of Defense, or
M1litary Department hotlines.

Interservice/DoD-Wide/Interdepartmental Revi ews. Thi s code
shal | be used to Identify:

1. Reviews where auwdit participation was on an
interservice basis (Assistant Inspector CGeneral for Audi King,
O G Do only) .

2. Part of a DoD-wide review where simlar work is being
done in Arny and/or Navy, Air Force, or Marine Corps.

3. Reviews that are being jointly conducted in other
Federal Departnents or Agencies under the sponsorship of a
departnental inspector general or organization such as OB
or the President’s Council on Integrity and Efficiency.
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DOD 7600.7-M

TABIE 16-5. SCHEDULE A—APPLICATION OF TOTAL T| ME

A. GENERAL. The format for Schedule A (Table 16-1) shows the total workdays

and the distribution of indirect and admnistrative tinme expended. This table
explains the indirect and admnistrative classifications used for Schedule A
reporting purposes. Direct audit time is reported using Schedule B (Table 16-2).

B. EXPIANATION OF INDIRECT AND ADM NI STRATI| VE CLASSIFICATIONS

1. Oientation and Training. Record the time spent (during duty hours only)
in formal or informal orientation and training. Oientation and training are
defined as special guidance or instruction dealing with admnistrative and
technical (audit) subjects designed to inprove the auditor’s know edge. This
classification includes, but is mot [imted to, auditor and technical staff
training, such as Gs-5/7 trainee schools, managenment courses, and specialized
training classes. Time of personnel preparing or conducting these types of
training shall be included. (Time expended in preparing for a particular audit
and on-the-job training during a specific audit shall not be charged to this
classification. )

2. Leave and Holidays. Report civilian and mlitary time charged to annual,
sick, holiday, or admnistrative |eave; |eave wthout pay; and jury duty. Also,
report the time of civilians while performng mlitary active duty for training.
Do not include tine of mlitary personnel expended for purely mlitary
applications such as flight training, physical training, and alerts.

3. Pernmanent Change of Station (PCS) and TDY Travel. This category shall be
charged wth PcS time (excluding [eave) for assigned personnel and all time spent
traveling to and fram TDY audit locations where nonaudit activities are to be
performed. Thi s travel must be accomplished during duty hours.

4. Management and Admi nistrative Functions. This classification includes
indirect tinme of auditors, technical staff, and admnistrative personnel at
central and regional headquarters devoted to managenent and adm nistration,
including devel opnent of audit policy, overall audit planning and program
management, and review and quality control of audit reports. The category wll
al so be used to record the time of off ioe personnel while providing clerical,
st enographic, typing and reproduction services. It also includes support
services, such as mlitary and civilian personnel admnistration, financial
management, and statistical analysis and reporting.

5. Technical Functions. This classification reflects the time expended on
technical audit nmatters other than duties related directly to a specific audit.
It includes special studies and projects, audit research , and preparation of
standardi zed audit prograns when such prograns are devel oped for recurring use by
fleld auditors rather than for a specific audit.

6. Qther. This category reflects unassignable time and time expended on
mscel | aneous duties. 1t also includes the tinme of mlitary personnel engaged In
mlitary activities, such as flight training and proficiency flying, weapons
school s, physical training, and alerts.
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C. Direct Audit Tine

1. Onthe “Direct Time" |ine, show the total dir- workdays. The totalon
this line nust agree with “Total Direct Time” (workdays) reported on the fornmmat
for Schedule B.

2. For this report, direct audit time shall cover the tine of audit per-
sonnel chargeable to a specific audit or to “Consultant Services” assigmnments.
Al'l other time shall be chargeable as Indirect and Admnistrative tine. As a
general rule, the time of personnel at central and i nternediate headquarters
off ices shall not be charged to direct audit time categories, except to the
extent that the personnel are performng functions directly related to a planned
or ongoing audit. The time of clerical personnel or others involved in
Perfor_m' ng clerical functions shall not be included in direct audit time. The

ol l ow ng-types of activity shall be included in direct auwdit time:

a. Audit work on a specific |ob.

b. Direct supervision of an audit.

c. Planning and research relating to specific audit assigrments.
d. Report preparation (by auditors).

e. Entrance and exit conferences.

f.  On-the- job training.

- g. Audit followup and, for Internal Review organizations, audit
conpl i ance services.

h. Travel during duty hours by awditors on specific audit assignments.
3. A description of the Direct Audit Time functional areas, to be reported

intotal on the format for Schedule A and broken out separately on the f ommat for
Schedule B, is contained in Table 16-3.
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